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Garth Groves

Segment Head Actuary - LE&C
1561 Farmington Ave., RS2A
Hartford, CT 06156

(860) 273-9409

FAX: 860-273-1772

June 28,2010

Mr. E. Perry Kupferman

Supervising Life Actuary

California Dept of Insurance

Suite 14514

300 South Spring Street South Tower
Los Angeles, CA

| Dear Mr. Kupferman:

Attached is a resubmission of our previous Individual health premium rate filing CA-
2010- 00354. This submission corrects a simple calculation error concerning the
premium development in the lifetime loss ratio demonstration. The requested premium
rate increase of 18.7% is unchanged from the orlglnal rate filing and meets the loss ratio

requirements under California law. e o o

Our requested rate increases are necessary considering the financial losses we have
sustained on these policies. Over the period from Jan. 2006 through Dec. 2009, we
incurred an operating loss of approximately $6 million before taxes and project additional
losses of $7 million before taxes for 2010.

As evidenced above, current experience has continued to deteriorate. It is important to
note that we have voluntarily delayed these increases from our original July effective date
and capped increases for individual members. These considerations would justify a
significantly higher increase, however we believe the attached rate filing will improve the
sustainability of these policies.

Implementing our requested rates will help ensure the long term viability of our
Individual products in California. The rates contained in this filing will also help
members achieve more predictable health insurance premiums. Our objective is to
implement these rates with a September effective date.

We stand ready to answer any questions that the Department or Axene Health Partners
may have regarding this filing in order to allow timely implementation of these rates.

Sincerely,

Younrl_

Garth Groves
Segment Head Actuary - LE&C




Aetna Inc.

) ® 980 Jolly Road, Mailstop U12S
e na Blue Bell, PA 19422

Edward J. Dankanich
Individual Products Actuarial
215-775-6414 (phone)
860-273-9800 (fax)

DankanichE2 @aetna.com

June 25, 2010

California Department of Insurance
Policy Approval Bureau

45 Fremont St., 24th floor

San Francisco, CA 94105

Subject: Aetna Life Insurance Company, NAIC No. 00160054
Form GR-11741 (03/09), GR-11741-LME (03/09), GR-11741 SOC (03/09) and GR-11741-LME-SOC (03/09), et al
Aetna Tracking: CA-2010-07 ‘

Dear Sir/Madam:

We enclose, for your Department's filing, a rate filing for the above referenced approved form. If approved, they will
become effective on September 1, 2010.

This submission includes the following in duplicate: e _ e

Document Submission Form

Actuarial Memorandum and Certification
Exhibit A - Rating Area Definitions

Rate Tables for each of the benefit plans

We request a stamped, “filed” copy of this letter. A self-addressed stamped envelope is included for your convenience.

We trust that you will find everything in order, and we look forward to your response. If you have any questions
regarding this filing, please do not hesitate to contact me at the address or telephone number shown above.

Very truly yours,

E0.0(). Ounke

Edward J. Dankanich
Assistant Actuary

JUN 2 9 2010




CALIFORNIA DEPARTMENT OF INSURANCE

FILING COVER SHEET

FORMS FILINGS with the POLICY APPROVAL BUREAU

(Suggested for use as the cover letter required by Title 10, California Code of Regulations §2205.)

TO: State of California
Department of Insurance
Policy Approval Bureau
45 Fremont Street
San Francisco, CA 94105

FROM: (Official Insurer Name):
Aetna Life Insurance Company

Submitter and Complete Mailing Address:

Bruce T. Campbell Aetna Life Insurance Company 151 Farmington Avenue Hartford, CT 06156

Submission Date:

6/28/10

1. IDENTIFYING FORM NUMBER(S):

GR-11741 (03/09); GR-11741-LME (03/09); GR-11741 SOC (03/09); GR-11741-LME-SOC (03/09), et al

[The form number(s) of one or more of the documents submitted by which the filing can be identified. §2205(a)]

2. DOCUMENT CLASS [The subdivision of 10 CCR §2202(a) which best describes the forms submitted. (§2205(b)]

Generic Description and Definition Citation

Check Check
Below Generic_Description.and Definition Citation-— |- Below .

Health Insurance [Hospital, medical, surgical
insurance, expense-incurred or indemnity.§2202(a)(1)]

v

Credit Life and Disability [§2202(a)(6)]

Group and Blanket Life and Non-health Disability
[(§52202(a)(2)]

Supplemental Life Benefits [§2202(a)(7)]

Individual Disability, Non-health [52202(a)(3)]

Variable Life and Annuities [§2202(a)(8)]

Medicare Supplement [§32202(a)(4)]

Fraternals [Non-health Disability, §2202(a)(9)]

Long-Term Care [§2202(2)(5)]

Unclassified [§2202(a)(11)]

* Describe briefly (documents other than those described above may have to be filed with other Department Bureaus; see §2206):

Group Only: ;

3. GROUP AND/OR INDIVIDUAL [Are the forms group, individual or used in both contexts? §2205(b)]

Individual Only: | v l

Group and Individual:- l:l

4. EMPLOYER SIZE (Employer Health Insurance Only) [Where the forms submitted provide health coverage through employment,
the minimum and the maximum sizes of the employers in terms of number of employees §2205(c)]

2 to 50 Employees:

Over 50 Employees: I l

All Employers:

5.REPLACES PREVIOUSLY-APPROVED DOCUMENT(S)? [Do any documents replace previously-approved documents.§2205(d)]

#vCopy of CVRSHEET-W.doc

JUN2g 2010




6. FINAL PRINT FORM? [List those documents NOT in the final

printed form in which they will be issued to insureds §2205(¢e)]

Document(s)

Document(s)

7. TYPE OF DOCUMENT WITH WHICH IT WILL BE USED [ For each document (such as a rider) which is designed to be used
with another document not included in the filing, a statement of the document class with which it is to be used. §2205(f)]

Document Form Number

Document Class (from [tem 2, above)

11826-2 Ed. 4/06 Unclassified (dental)

8. Master Policy Form Number and Approval Date:

[Where a certificate is submitted for use with a previously approved
date of the previously approved group document. §2205(g)]

“group” document, the form number and the filing or approval

9. IF ABOVE INFORMATION CANNOT BE FURNISHED, EXPLAIN WHY. [If the submitter is unable to furnish the information

requested above, explain why. §2205(h)]

10. REMARKS AND ADDITIONAL INFORMATION (Attach additional sheets if necessary):

SUBMITTER’S SIGNATURE AND TITLE: W / . ‘ /, .SZN 1N ACi(l‘»av(«(\Lj{

cvrsheet.1




CALIFORNIA DOCUMENT SUBMISSION FORMSET

California’Instirer:Number:
T 0003-4

Aetna Life Insurance Company

(NOT NAIC Numbel’) FOR DEPARTMENT USE ONLY
Official Insurer Name: our File # F-2010= 01256 | Feo code: i
Reviewer:

Submitter and Complete Mailing Address:
Ed Dankanich
Aetna Inc.

980 Jolly Road, Mailstop U12S
Blue Bell, PA 19422

Dept Action Date:

Submission Date: 06/28/2010

T Doc Type Document Department Fee
("Policy," etc) Coverage Action
1 GR-11741 (03/09) Rates
o GR-11741-LME (03/09) |Rates -
3 GR-11741 SOC (03/09) |Rates
4 GR-11741-LME-SOC (03/09), et al[Rates
5
6
7
8
9
10
11
12
13
14
15
16

your only record of our action on your submission.

INSTRUCTIONS: Complete the part of the form to the left of the double vertical line. Enter one document to a
numbered line. Use additional formsets if necessary. Be accurate - the copy of this form that we return to you will be

THIS IS NOT A BILL - DO NOT PAY. YOU WILL RECEIVE A SEPARATE FILING
FEE INVOICE SHORTLY; REMIT FEES ONLY WITH THAT INVOICE.

Total $

Cont'd on ___pages

DSF 1.35

#514705v1




AETNA LIFE INSURANCE COMPANY

Actuarial Memorandum
Form GR-11741 (03/09), GR-11741-LME (03/09), GR-11741 SOC (03/09) and GR-11741-LME-SOC (03/09), et al
Aetna Tracking CA-2010-07

Purpose, Scope and Effective Date

The purpose of this filing is to request approval of a premium rate revision for the Individual Advantage Medical benefit plans.

With regards to the existing Individual Advantage benefit plans, these plans will continue to be available to existing members,
but we will not be actively marketing these plans to new members. This policy provides comprehensive medical expense
benefits and applies a calendar year deductible of:

$0 (First Dollar 30 — version 07012009);

$0 (First Dollar 40 — version 07012009);

$2,500 (MC 2,500 plan — version 07012009);

$3,500 (MC 3,500 plan — version 07012009);

$5,000 (MC 5,000 plan — version 07012009);

$7,500 (MC 7,500 — version 07012009);

$1,500 (MC Value 1,500 plan — version 07012009);

$2,500 (MC Value 2,500 plan — version 07012009);

$5,000 MC Value 5,000 plan — version 07012009);

$8,000 (MC Value 8,000 plan — version 07012009);

$3,000 (High Deductible MC 3,000 — version 07012009);

$5,000 (High Deductible MC 5,000 — version 07012009);

$1,250 (Preventive and Hospital Care $1,250 — version 07012009);
$3,000 (Preventive and Hospital Care $3,000 — version 07012009);
$2,500 (MC 2,500 with Limited Rx plan — version 07012009);
$5,000 (MC 5,000 with Limited Rx plan — version 07012009);
$6,500 (MC 6,500 plan — version 07012009);

$750 (MC 750 with CYM plan — version 07012009);

$1,500 MC 1,500 with CYM plan — version 07012009);

$2,500 (MC 2,500 with CYM plan — version 07012009);

Experience under these policy forms is limited and not credible as they were just recently introduced. Experience under form -
GR-11741 which contains similar benefits was used as the basis for the request. Upon approval from the State of California, the
rates and medical rate up will become effective for September 1, 2010 renewal dates and later.

Benefit Changes

No plan design changes to existing plans are being made in conjunction with this filing.

Applicability

These policy forms are intended for both new business and existing business only. There are no pending form filings at this
time.

Area Factor Changes

The rating area definitions remain unchanged. A complete description of rating area definitions is included in the attached

Exhibit A. JUN 2 g ng




These area factor changes are for renewal business that was sold after 7-01-09 and are listed below:

Area Factor Changes

Experience by area

Rating Area | +4.0%
Rating Area 2 -5.0%
Rating Area 3 -10.0%
Rating Area 4* +6.5%
Rating Area 5 +0.0%
Rating Area 6 +3.0%
Rating Area 7 -9.0%
Rating Area 8* +6.5%
Rating Area 9 -5.0%
Member
Plan Months Incurred Claims  Earned Premium Loss Ratio
Rating Area 1 6,384 691,425 985,928 70.1%
Rating Area 2 3,182 195,815 500,474 39.1%
Rating Area 3 1,793 52,049 257,925 20.2%
Rating Area 4 5,944 365,921 917,643 39.9%
Rating Area 5 2,610 177,053 478,138 37.0%
Rating Area 6 4,776 255,160 859,495 29.7%
Rating Area 7 2,426 119,010 377,462 31.5% .
Rating Area 8 1,830 106,284 271,572 39.1%
Rating Area 9 393 10,285 64,861 15.9%
Unknown Rating Area 3 77 2,071 3.7%
Total 29,341 $1,973,079 $4,715,569 41.8%
- Experience period 7/01/2009 through 11/30/2009 and paid through 11/30/2009 not adjusted for high claims
Experience by plan design
Member
Plan Months Incurred Claims  Earned Premium Loss Ratio
MC 2500 5,625 414,557 908,901 45.6%
MC 3500 15 139 0 0.0%
MC 5000 9,436 779,478 1,293,788 60.2%
MC Value 1500 1,293 91,238 250,889 36.4%
MC Value 2500 1,818 63,232 288,753 21.9%
MC Value 5000 1,104 18,190 171,328 10.6%
MC Value 8000 1,494 13,866 181,818 7.6%
High Deductible 3000 2,451 167,354 498,875 33.5%
High Deductible 5000 1,277 60,134 227,618 26.4%
Preventative & Hospital 1250 658 20,639 90,722 22.7%
Preventative & Hospital 3000 952 10,450 132,732 7.9%
MC 750 with CYM 2 5 0 0.0%
First Dollar 30 2,333 261,115 509,299 51.3%
First Dollar 40 883 72,681 160,846 45.2%
Total 29,341 $1,973,079 $4,715,569 41.8%

- Experience period 7/01/2009 through 11/30/2009 and paid through 11/30/2009 not adjusted for high claims

> .




Proposed Percentage Rate Increase and Premium Rates

We are proposing a 17.3% base premium rate increase to all existing plans sold after 7-1-09.

Based on our current mix of business, this will result in a 18.7% aggregate increase for the current block of business (this
overall aggregate increase includes area factor changes). '

Lifetime Loss Ratio

~ - Aggregate PMPM

Member Earned Incunred Incurred Earned Incurred
Experience Period Months Premium Claims Loss Ratio Premium Claims
01/01/2006 through 12/31/2006 138,090 $18,701,502 $11,904,512 63.7% $135.43 $86.21
01/01/2007 through 12/31/2007 373,960 $55,963,352 $41,076,857 73.4% $149.65 $100.84
01/01/2008 through 12/31/2008 553,748 $94,793,575 $67,778,373 71.5% $171.19 $122.40
01/01/2009 through 07/31/2009 408,555 $74,460,809 $55,300,317 74.3% $182.25 $135.36
08/01/2009 through 06/30/2010 730,896 $153,363,154  $111,139,570 72.5% $209.83 $152.06
07/01/2010 through 06/30/2011 653,331 $158,450,614 $117,083,312 73.9% $242.53 $179.21
07/01/2011 through 06/30/2012 426,057 $120,760,842  $88,417 452 73.2% $283.44 $207.52
07/01/2012 through 06/30/2013 277,846 $89,619,979 $66,193,650 73.9% $322.55 $238.24
07/01/2013 through 06/30/2014 181,201 $66,512,541 $49,126,410 73.9% $367.06 $271.12
07/01/2014 through 06/30/2015 118,172 $48,929,033 $36,139,166 73.9% $414.05 $305.82
07/01/2015 through 06/30/2016 77,072 $35,996,293 $26,586,996 73.9% $467.05 $344.96
07/01/2016 through 06/30/2017 50,265 $26,481,095 $19,559,035 73.9% $526.83 $389.12
TOTAL $944,032,788 $690,305,651
Accumulated Value of Historical Period (1/2006- 6/2010) $428,726,600 $309,070,079 72.1%
Present Value of Future Period (7/2010 - 6/2017) $489,226,902 $359,938,849 73.6%
Total Lifetime $917,953,502  $669,008,927 72.9%

1 Experience period 08/01/2008 to 07/31/2009 and paid through 09/31/2009 used for the development of premiums and claims. Includes one month of

business sold under this policy form.
2. Membership for future periods based on actual membership at 07/31/09 and projected monthly with 4.0% new sales assumed through 6/30/2010 and 0%
thereafter. Lapse rate of approximately 3.5% monthly. _
3. Earned premium in aggregate equals earned premium pmpm multiplied by member months.
4. Incurred claims in aggregate equals incurred claim pmpm multiplied by member months.
5. Earned premium pmpm. Aggregate proposed rate increase of 18.7% is assumed on 9/1/2010 for the period beginning 07/01/2010.
6. Assumed premium pmpm increases of 13.8% annually for 7/2011 -6/2014 and 12.8% for 7/2014 and later.
7. Assumed incurred claims pmpm trend of 12.8% annually.
8. Assumed incurred claims pmpm increase with claim selection assumption of 1.7% for 8/2009 — 6/2010, 1.9% for 7/2010 — 6/2011 and 0% thereafter.
9. Assumed incurred claims pmpm increase with annual underwriting wear-off off of 4%, 3%, 2%, 1% and 0% thereafter for period 7/2010 — 6/2014.
10. Annual interest rate of 5% used in present value calculations.
11. Incurred loss ratio equals incurred claims divided by earned premium.

Area Changes

No area changes are being made in conjunction with this filing. A complete description of rating area definitions is included in
the attached Exhibit A.

Proposed Effective Date

We are proposing an effective date of September 1, 2010.

Quarterly Trend

We will apply a quarterly trend factor for renewal business according to the table below:

Dates Trend Factor
10/01/10 - 12/31/10 1.035
01/01/11 - 03/31/11 1.071
04/01/11 - 06/30/11 1.109




Note that an individual’s rate will be increased on policy anniversary.

Premium Rates for other Underwriting Levels

We will charge a higher rate for members who are less healthy than our standard risk. We will issue policies at eleven different
underwriting levels. The lowest underwriting level will have no rate up adjustment. The additional ten underwriting levels will
have rate up factors ranging from 10% to 100% in 10% increments. The final rate for the underwritten policy will be
determined as the standard rate multiplied by (1 + rate-up-factor). The underwriting classification will be assigned at the time
the policy is issued, and will not be changed by Aetna if a member’s health deteriorates after purchasing coverage. However, if
the member applies to change their benefits, we will consider the member’s medical condition at the time of the change request.
If their health status at the time of the request warrants a different underwriting classification, then the member can accept the
new coverage at the different underwriting classification or remain in their current coverage at their current underwriting
classification.

Example of Premium Rate Development

Example 1: Couple, 40 year old male, 35 year old female, First Dollar 40, San Diego (Area 1), all standard class

$183 (Standard rate, 40 year old male)
+ $229 (Standard rate, 35 year old female)

$412 (Standard rate, Contract level)

Example 2: Family of 3, 40 year old male, 35 year old female, 4 year old male, First Dollar 40, San Diego (Area 1), all standard
class :

$183 (Standard rate, 40 year old male)
+ $229 (Standard rate, 35 year old female)
+ $102(Standard rate, 4 year old male)

$514 (Standard rate, Contract level)
Example 3: 40 year old male, First Dollar 40, San Diego (Area 1), 20% Medical Rate Up

$183 (Standard rate, 40 year old male)
X (1 +20%)

$220 (Rate after underwriting adjustment, 40 year old male)
Note: rounded to whole dollar for individual level rate
Example 4: Couple, 40 year old male with 20% Medical Rate up, 35 year old female with 10% Medical Rate Up, First Dollar
40, San Diego (Area 1)

$183 (Standard rate, 40 year old male)
X (1+20%)

$220 (Rate after underwriting adjustment, 40 year old male)

$229 (Standard rate, 35 year old female)
X (1+10%)




$252 (Rate after underwriting adjustment, 35 year old female)

$220 (Rate after underwriting adjustment, 40 year old male)
+ $252 (Rate after underwriting adjustment, 35 year old female)

$472 (Rate after underwriting adjustment, Contract level)

Note: rounded to whole dollar for individual level rate




Certification

I hereby certify that to the best of my knowledge and judgment, this rate filing is in compliance with the applicable laws and
regulations of the state of California. I also assert that the benefits are reasonable in relation to the premiums, and that the
calculations are based on my best estimate of the future experience. I further attest that to the best of my knowledge, the rates

are not excessive, inadequate, or unfairly discriminatory.

M Tune 25, 2010

James Zheng FSA, MAAA Date
Aetna Life Insurance Company




Aetna Life Insurance Company
Form GR-11741 (03/09), GR-11741-LME (03/09), GR-11741 SOC (03/09) and GR-11741-LME-SOC (03/09), et al
Aetna Tracking CA-2010-07

Exhibit A
Counties by Rating Area

Rating Area
Grouping Counties Included

1 San Diego
Orange (926-928)

Los Angeles (905-908,917)

Los Angeles (910-916, 918, 935), Imperial, Riverside,
San Bernardino, Ventura (913)

Los Angeles (900-904, all other not in Area 3 or 4)

Alameda, Contra Costa, Marin, Monterey, San Benito, San
Francisco, San Mateo, Santa Clara, Santa Cruz

Alpine, Calaveras, Fresno, Inyo, Kern, Kings, Madera,
Mariposa, Merced, Mono, San Joaquin, San Luis Obispo,
Santa Barbara, Stanislaus, Tulare, Tuolumne, Ventura
(excluding 913)

Amador, El Dorado, Napa, Placer, Sacramento, Solano,
Sonoma, Yolo

Butte, Colusa, Del Norte, Glenn, Humboldt, Lake, Lassen,
9 Mendocino, Modoc, Nevada, Plumas, Shasta, Sierra, Siskiyou,
Sutter, Tehama, Trinity, Yuba

2
3
4
5
6

UN 2 9 9919
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